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Finlayson Enterprises Lid. 


To the Shareholders of | 
FINLAYSON ENTERPRISES LTD. 


| am pleased to report that 1980 was a year of record sales and profit for your Company. 


Company sales reached a level of $14,894,375 or a 36% increase over 1979. Net income 
after all items rose from $173,746 in 1979 to $441,529 in 1980. This represents a 22.3% 
return on opening 1980 equity. Based on shares outstanding at year end, earnings per 
share increased from $1.75 in 1979 to $5.19 in 1980. Your Board of Directors has 


authorized the payment on May 1, 1981 of an extra dividend of 10¢ per share to all. 


common shareholders of record as of April 15, 1981. 


Despite the rather unsettled economy and continuing high interest rates, consumer 
demand for your Company’s products remained strong. In the toiletries and cosmetics 
group, sales of Cezanne Cosmetics and of the Rochas, Pierre Cardin and Carven 
fragrances generated a large swing in profit over 1979. This group began to sell Morny 
Fine English Soaps during the past year. 


The textile group experienced a strong year. The large increase in sales of Spring Maid 
sheets and comforters has established a strong position for this product line in Canada. 
Substantial progress was made during the year in the market development of Spring Maid 
Retail Fabrics. The Carters Infants Wear line achieved record sales while the “By Beauty” 
line of pants, bins and sleepwear continued its major role in the marketplace. } 


Your Company acquired Upper Canada Soap & Candle Makers Limited during 1980.This | 


subsidiary sells to the gift and bath shop trade a diversified line of soap, candles, and 
up-market potpourri items. A growing aspect of this business is the worldwide export 
potential. Currently, exports are made to agents in eight countries. Sales and profits for 
this subsidiary for the last six months of 1980 are incorporated into the Company results. 


It is premature to forecast accurately trends developing for the year 1981. The retail trade 
has reduced inventory levels to reflect both weak consumer demand and also their higher 
financing costs. Divisional management is confident, however, that 1981 should show 
good results. Certainly, the key to success will involve an accurate assessment of 
consumer buying attitude and confidence in light of continuing inflation and high living 
costs. Your Company will continue to explore and develop growth opportunities. Prudent 
expansion of the Company’s product lines will be undertaken when such action will help 
improve the return on shareholders’ equity. | 


|.E. FINLAYSON 
President 


March 9th, 1981 


AUDITORS’ REPORT 


To the Shareholders | 
FINLAYSON ENTERPRISES LTD. 


We have examined the consolidated balance sheet of Finlayson Enterprises Ltd. as at 31 December 
1980 and the consolidated statements of retained earnings, income and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted ee 
standards, and accordingly included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
Company as at 31 December 1980 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Toronto, Ontario DUNWOODY & COMPANY 
9 March 1981 Chartered Accountants 
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ASSETS 
1980 
CURRENT 
Accounts receivable ......... Dh a Dee eee $3,271,834 
Inventiones. moteda sna eure ca a e 3,117,097 
Prepaid expenses ............ er a 191,969 
. 6,580,900 
FIXED, note 1 
Equipment, automotive equipment and 
leasehold improvements: 3775 =. eae eee AS Ses Pee 1,006,312 
Accumulated'depreciation .< ©. ...<e%...e2 5 sae Sone eee 684,813 
321,499 
OTHER 
Googwil, notes 1 andi2' 4c... .as eect ee en 72,529 
S 
\ 
Approved on behalf of the Board: : 
D. A. McINTOSH, Director - 
J.C. LONGWORTH,, Director i 
$6,974,928 


$5,533,205 
SS SSS 


at 31 December 1980 


LIABILITIES 
1980 1979 
CURRENT | 
BanmiINGgebtedMmeSss, NOLES 662s cscs ce hae debe ws sewed ewe ees’ $2,144,581 $1,925,236 
Fe SIDaV AIO MOL 4s ean Me nero Sone ee I Ot cae cietee dae vin 221,004 134,323 
CORES: PAV ADICIN acts seen ch eae ena wc age aie atemees ce ely wtclines 4 1,889,671 1,407,664 
BOPP MIMOMCING NAKC Sete safe on Be ss G ys otek aad wand deci eaiapa a bh e gases eons 66,836 48,721 
Mreome taxeSm.... eee ee ne Pai Bek ere, ern tent cee 253,598 12,906 
4,575,690 3,528,850 
SepemneD INGOME TAXES, note 1 0.00.6... 220 ce wwe ene nelee ss 20,100 21,612 
4,595,790 3,550,462 
SHAREHOLDERS’ EQUITY 
SHARE CAPITAL, note 5 
Authorized 
2,150,941 6% cumulative preferred shares redeemable 
at the amount paid thereon 
116,133 Common shares 
_ Issued 
6227586..Prefemed Shares cst cca ck ee ere ee Roan ae 622,536 622,536 
eo 7 COMMON. SNAreS.. 2 so co ee ee ee ene eee re 281,671 281,671 
904,207 904,207 
RenAINED EARNINGS so 2.0 ¢0.c04 soe ke ee ee 1,474,931 1,078,536 
—: 2,379,138 1,982,743 
$6,974,928 $5,533,205 


COMMITMENTS, note 6 

CONTINGENT LIABILITY, note 7 

REMUNERATION OF DIRECTORS AND SENIOR OFFICERS, note 8 
CLASSES OF BUSINESS, note 10 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
For the Year Ended 31 December 1980 


1980 -.1979 


BALANCE, BEGINNING OF YEAR ..............-. ae foes $ 1,078,536 $ 949,924 


Net income for the year ....... ee Ne ee oe oe eee — 441,529 173,746 
1,520,065  —- 1,123,670 
Dividends . a) 
Preferredack mew a2 alee orks Gh Bic oan ee eee ee 37,352 37,352 
Gommonc5 steer ee ee bethn Oh A ee ok: 1 182m 1,782 4 
45,194 45,184 
BALANCE; ENDORYEAR?: -<cige nee cee wee eee Dancin eee $ 1,474,931 $ 1,078,536 a 


CONSOLIDATED STATEMENT OF INCOME 
For the Year Ended 31 December 1980 


1980 S 1979 
SALES: sca aSes sas Gu aren Satara ate ee an $14,894,375 $10,984,762 
INCOME FROM OPERATIONS BEFORE UNDERNOTEDITEMS ... $ 1,152,242 $ 354,996 
WIRE OSE ass. bo secc 5, Sos ig onc bee che rR eee rei 266,147 149,127 
Depreciation and amortization of fixed assets .................005- 72,506 68,043 


Amortization of GOOGWII : 3 sac evs ee geen ee ee = 8,060 = 
iz 346,713 217,170 
INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEMS 805,529 137,826 


Income taxes ) “- 


Curtent::....22 eae ee eee eee ee Sein 365,512 33,275" 
Deferred «4 3: eee ce ee sett 1,512) ~ @ 
. 364,000 33,275 
INCOME BEFORE EXTRAORDINARY NEMS = 23 ee 441,529 104,551 
Extraordinary items | s ‘a 
Income taxes recovered on loss carry forward ...... Peas Go eee — 3,500=99 
Excess of proceeds over cash value of life insurance policies . . moe — 65,695 — 
\ a 69,195 
NET INCOME FORTHE YEAR Note O42 cn. eer ee hanes $ 441,529 $ 173,746 — ’ 


] 
a Finlayson Enterprises Lid. 
Fa 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
For the Year Ended 31 December 1980 
1980 1979 
SOURCE OF FUNDS, 
Operations | 
Income before extraordinary itemSs....e)sscens 6. 1 sano. aa: 4. $ 441,529 $ 104,551 
Items not involving funds 
Depreciation and amortization of fixed assets ............... 72,506 68,043 
Amortization ORGOOUWill eS ec amans ord face gk ntneoare ae 8,060 — 
Loss (gain) on disposal of fixed assets ............ ee eee TOR ( 696) 
Deteredincoine:taxes sain tee «ae He ke se me kbs wee be ( D1 2) — 
521,293 171,898 
Proceeds onilifeinsurance policies) 322 eae e ae eane eee — 135,000 
Proceeds on disposal of fixed ASSCIStas etre eh eta 5,862 165715 
/ Income tax reduction on application of prior years’ losses ......... — 3,500 
APPLICATION OF FUNDS 
SACOLISIHIIONORIKEC:ASSCIS ise. seerre ee eee ey eA yams eet fs os 66,352 50,783 
| Working capital deficiency on acquisition of subsidiary company ... 66,464 — 
Acquisition of subsidiary company, note2....................... 28,869 — 
Increase in cash value of life insurance policies .................. _- 2,628 
Dividends Brida dt bs unde ak Galt ee Re cr eee a 2. 45,134 45,134 
eC eee 
INCREASE IN WORKING CARI A ies serie cle rere rie tae 320,336 228,568 
Working capital; beginning of. yeatuae semen ee aoe 1,684,874 1,456,306 
WORKING CAPITAL END OR YEAR Mi ex cauren ear sie sees a $ 2,005,210 $ 1,684,874 
Represented by 
GHITEMTASSOIS eee a wt ai toe Brun eee manos ae coe rere te es aie $ 6,580,900 $ 5,213,724 
Current liabilities cyte siti Maen! Sry ne Oden ps nee ere Ry ap ch od 4,575,690 3,528,850 


$ 2,005,210 $ 1,684,874 
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NOTES TO CONSOLIDATED UREA Oot STATEMENTS 
31 December 1980 
1. SIGNIFICANT ACCOUNTING POLICIES a 
The following is asummary of significant accounting polices of the Company: 
(a) Principles of Consolidation 
The consolidated financial statements include the accounts of Beauty Creations Limited, Si 
Canada Soap & Candle Makers Limited and inactive subsidiary companies all of which are © 
wholly owned. . 
(b) Foreign Exchange "ei ar 
Current assets and liabilities in foreign currencies are converted at either the rate of exchange | 
in effect as at the balance sheet date or the rates determined in future foreign exchange 


contracts held. 
(c) Inventories 
Finished goods are stated at the lower of cost and net realizable value. Other inventories are 
stated at the lower of cost and replacement cost which is not in excess of net realizable value. 
Cost is generally determined on a first-in, first-out basis. 
(d) Fixed Assets P 
Fixed assets are recorded at cost and depreciation and amortization are provided at the 
following annual rates: 
Equipment —20% diminishing balance basis or 10% straight Hee basis 
Automotive equipment —30% diminishing balance basis 
Leasehold improvements—straight line basis over term of lease 
(e) Other Assets vie 


The goodwill, being the cost of the subsidiary plus the net liabilities assumed, is being 
amortized on a straight line basis over five years. - : 


(f) Deferred Income Taxes 


Deferred income taxes result from claiming capital cost qowance for income tax purposes in 
excess of depreciation recorded in the accounts. 


2. ACQUISITION 


Effective 1 July 1980 the Company acquired 100% of the ceeanine shares of Upper Canada — 
Soap & Candle Makers Limited (formerly Leyen Corporation Limited). The subsidiary’s activiti 
in the toiletries and giftware industry and its operations for the six months ended 31 December 19% 
are included in the consolidated financial statements. Details of the acquisition, which has bee 
accounted for by the purchase method, are as follows: ~_ 
TOtAlLaSSOES Sci wie nts 5 oye Bea ee eee AP RA Pen ee $ 33 


Net liabilities assumed ssco. 5 «Spee mene a os eee ee Soo eaten os 
GOOCd Will: MOC: Pek a ree ook cork baie cere ec ere cn nt eg ct oe ain eh 


Gash Consid@ration: 22 scene. kc eck one rene ee cement oe ae a $ 2 
3. BANK INDEBTEDNESS | 1980 1979 

Bank Overdrattc 2g cet er. cea te ere eae J wea s $407,581 ~ $9 338 

Bank loans, «cen eee ee 4 RES od Ae ee ee ee eis perme sh cc 4(010,8) es 


| $2,144,581  $1,925,23 
The bank loan is secured by a general assignment of book debts. ; 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
31 December 1980 - 
4. NOTES PAYABLE __ 1980 1979 
Payable to shareholders, interest at bank f $ 166,323 $ 134,323 


me rate 
Other, interest at 12% on the first $15,000 and bank prime rate plus 
11%) ther interest at 12% on the first $18,000 and bank prime we mete: Ware ley er wy plus = 54,681 : = 


5. SHARE CAPITAL 


(a) Options 
The Company AE ll options during j the year to certain officers to purchase 7,000 
common ae at $5.25 per share. eS options expire on 9 October 1985. 


(b) Continuance 
Durir cae eat a 


Business Corporatio ae hereby the oa! value of he or 
aggregate eanetieralion for the common shares were del 


6. COMMITMENTS ~ 
The C ; 


ett on darshan data ena Rapa cna ORES 


7. CONTINGENT LIABILITY 
Certain of the ae companies have unsuccessfully appealed from a decision of the Tax Review 
Board 1966 0 ncome tax re-assessments totalling approximately $270,000 including interest for 
ine years 1966 1968. A further appeal has been instituted and no provi piaiias Beem eae nthe 
a re-assessments as it is the opinion of counsel that the lies shou 

probably ne ae te in having the re-assessments set aside. 


8. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
As defined in The Securities Act Maalopey, the aggregate direct remuneration paged nee payable 
ae directors and senior officers, which includes the remuneration of the five highest paid 
employees, amounted to $567,632 (1979- $239,290). 


9. EARNINGS PER COMMON SHARE 1980 1979 


SE ——— 

Income:before extraordinary ttemS or. o2.. 06: atts s+: eke oso eons ee anes oa $519" S0'86 
Extraordinary ite IS aoe oe cee emcee eee mt merece roms haters, Saowttsy @ ape aka Ces a Oe Oh DCW gL) = 0.89 
ere BAO 

Net income for the year............. nc SSH coche cet ety ee ee $5.19 $1.75 


If the options granted to purchase common shares am been eee the i diluted earnings 
Eee dalerae o purchase comon shares u 


For purposes of calculating the fully diluted earnings per common share the earnin ee ee were 
increased by the interest, after income taxes, on the funds that would have been receiv | 
epee Bees exercised and the number of common shares was increased to reflect the ae 
under option 


l [~ 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
31 December 1980 
10. CLASSES OF BUSINESS 
The directors of the Company are of the opinion that the operations are primarily domestic and have 


determined by resolution the classes of business based on its divisional operations. A summary of 
the operations and identifiable assets by classes of business is as follows for 1980: 


Sales: 
Importation and manufacture of: 
TFOXtIES <a Bikes Sornd Psd oa Bo it bad See eee ee ee ee $10,476,516 
Toiletries andigiftwares on. .42 5 worn wd Saw erento ers oe ee 4,417,859 


~ $14,894,375 


Contribution to earnings: 
Importation and manufacture of: 


TOXtiles saeco. cote ic har oe ee a ee ee ae ee ee Gee eee ee $ 625,265 
Toiletries:andigitwWarers. . .a.ciisccctere = ctee ees oe ee ee 484,187 
Operating incomes 346 555s eee eee sa this os ed aan ea iT 1,109,452 

Unallocated expenses: | 
Interest CxPONSe —..cdalis 2 che serie SORE ieee 5, eet eee ee 266,147 
Unallocated comporate expenses 23 (ocean. ea eee eee a oe eer 2 37,7716 

303,923 
Income before income taxes and extraordinary items ..................4-- jones 9 —B0SRS29 
Depreciation and amortization deducted above: \ 
Importation and manufacture of: \ : 
TOXtHGS sy ca5% is. Son) kar 0 Lan inmee SM eect enn a eee $ 32,818 
Toiletries: and GItWare sxc os sm oe eeare ete ee ee ee: eee ge cc 38,463 
Corporate: ..5 0.3 “eye eee ee ee eee Lact ee REE Ed Sot BIR 9,285 
$ 80,566 
Allocation of assets: ‘ 

Importation and manufacture of: : 
Sc) 41] (2) Smee ian ae Re ei ee teary ln eA OMe RAN rye ots GMI Rani NG, J) $ 4,525,624 
Toiletries and giftware + j.2251 ue eee ee eR eae 2,422,064 

Other COnporate aSseise, -aa thts © pena Seren ae an ens eens 27,240 


$ 6,974,928 


‘ j - . sf 
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